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PROCEEDI NGS
10:10 a.m

PRESI DI NG MEMBER LAURI E: My name is
Robert Laurie. |'m a Commi ssioner at the
California Energy Comm ssion and Presiding Menber
of the Comm ssion Conmmittee hearing the Otay Mesa
application. M colleague on the Commttee,
Comm ssi oner Pernell, will not be joining us
t oday.

The purpose of today's hearing is to
receive comments fromthe parties and the public
on the Presiding Menber's Proposed Deci sion.

I'd like to introduce on nmy left my
Seni or Adviser, M. Scott Tomashefsky. To ny
right is the Hearing Officer for our case, Ms.
Susan Gefter. In a nmoment |'I1]l ask Ms. Gefter to
initiate adm nistration of the proceedi ngs today.

Before we do that, however, | understand
Supervisor Bill Horn is present. Good norning
sir, and we'd like to offer you an opportunity to
make comment at this time if you would like to do
so.

SUPERVI SOR HORN: Thank you. I
appreciate allowing us to speak to the Comm ssion.

I''m Chai rman of the Board of Supervisors
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for the County of San Di ego, and we are in
support, as a Board, unani mously for the issuance
of the final permt for the construction of the
Otay Mesa Generating Plant that will play a key
role in solving the energy problemthat's plaguing
San Di ego County.

On March 19th and 20th was our first
experience with the 1SO s blackouts rolling
t hrough t he County. I amstill of the contention
and believe that we should not have to have had
experienced that pain. W had the ability to keep
the lights on all the time, but | guess we have to
spread the pain around.

The people of San Di ego know firsthand
the inpacts of the power shortages. Last summer
this region was hit by skyrocketing consumer bills
and |l ast month the lights for us went out for the
first time. And we just had finished a biotech
conference. We had over 500 biotech conpanies
that are involved in research in San Di ego County.
And for many of them three of them | know
specifically, they lost three years worth of
research in 15 mnutes with no warning that the
lights were going to go out. And all they --

PRESI DI NG MEMBER LAURI E:  And when was
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t hat ?

SUPERVI SOR HORN: This was just this
| ast bl ackout that we had. And they asked that
they just be warned because they were not given a
warning. And | met with SDG&E yesterday and
hopefully we're going to be able to give those
conmpani es at | east an hour's warning or 45 m nutes
war ni ng before that happens again.

So they do have the ability to go to
backup generation. And many of them bought | ong-
termcontracts, but | guess they have to share the
pain. Our goal is to keep the research in place
during that period of blackout.

So, that's a major issue to us. And we
think that this new plant at Oay Mesa will at
| east start to solve part of this problem

I was a little bit surprised |ast night
to see the Governor do a 180. I''m not sure anyone
has their handle around how we're going to solve
this problem and |I don't mean to pick on the
Governor. But at the same time, it's a serious
matter to the economy of the County of San Diego.

The Board of Supervisors unani mously
supports the Otay Mesa Generation Plant, as |'ve

poi nted out. We believe the project devel opers
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have done an extraordinary job of addressing the
community needs, and the concerns related to the
proj ect.

I have sat on the APCD, as you know, Air
Quality Control Board. The project is
contributing 1.2 million to the Air District for
our PM1O reduction prograns. We also are very
pl eased that the project was |ocated in east Otay
Mesa where we hope to develop a major new
t echnol ogi cal park. It sits right on the border,
and as you know, the NAFTA trade issue is right
there. We think this will provide critica
infrastructure in the devel opments of that area.

We're very pleased to see that the
Presi ding Menmber's Proposed Decision recomendi ng
the issuance of the permt for the construction of
this plant. And | urge you today to move quickly
as possible to give final approval of the OCtay
Mesa project so that construction can start.

I understand that their only outstanding
opponents in San Diego County are Cabrillo, which
operates the Encinas plant, and Duke, which
operates South Bay's plant.

And these conpani es are conpetitors

obvi ously, but one thing I'd point out, in the
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| ast shortage both of these plants were not
operating anywhere near 50 percent capacity. And
if they had been | don't think we should have
experienced the bl ackouts. | realize that's the
| SO s deci sion.

So we woul d ask that enough is enough
with these two fol ks, and we think the additional
plant will be an inmprovenment. We obviously need
some more and we're | ooking at other plants around
the County that we can put in.

San Diego is doing its part to help
bring nmore production on line, not only for us in
the County, we're also asking the state to all ow
us to forman MUD, Municipal Utility District,
which we would allow them to keep the power in San
Di ego.

Wth that, 1'd be happy to answer any
questions. | just would like you to know the
entire Board voted unaninously to support this
construction.

PRESI DI NG MEMBER LAURI E: Thank you, M.
Chai rman, very much. Your comments are
appreci at ed.

Ladi es and gentlenmen, at this time |

will ask Ms. Gefter to review the procedures that
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we're going to follow today. Recall, the sole
pur pose of today is to provide opportunity for

comment on the Presiding Menber's Proposed

Deci si on.

Ms. Gefter will be asking for the
parties to identify themselves. We will then
di scuss the procedure, and we will be providing an

opportunity for public comment before this hearing
is over this nmorning.

Ms. Gefter.

HEARI NG OFFI CER GEFTER: We'd like to
take introductions for the record before we begin,
and we'd ask the applicant to introduce your
representatives at this tine.

MR. CARROLL: Good nmorning. M nane is
M ke Carroll; I'"'mwith the |awfirm of Latham and
Wat ki ns. WE are counsel to the applicant, PG&E
Nat i onal Energy Group.

On my left is the Project Manager,
Sharon Segner; and on ny right is Peter Hanschen
of the lawfirm of Morrison and Foerster, also
counsel to the applicant.

HEARI NG OFFI CER GEFTER: Thank you, and
for Comm ssion Staff.

MS. ALLEN: Eil een All en, Comm ssion
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Staff Project Manager.

MR. OGATA: Jeff Ogata, Staff Counsel
for the Staff.

HEARI NG OFFI CER GEFTER: For Intervenor
Cabrillo Power.

MR. VARANINI: |I'm Gene Varanini; |I'm
with the lawfirm of Livingston and Mattesich. And
with me is ny colleague, and we're here today for
Cabrillo.

HEARI NG OFFI CER GEFTER: Okay, and for
Duke Energy.

MS. LUCKHARDT: Hi, my name is Jane
Luckhardt from Downey, Brand, Seymour and Rohwer
on behal f of Duke Energy North America.

HEARI NG OFFI CER GEFTER: Thank you. M.
Cl ayconmb for Save OQur Bay.

MR. CLAYCOMB: I"'mWIIliam A. Clayconb,
Presi dent of Save Our Bay, Inc. W're an
i ntervenor.

HEARI NG OFFI CER GEFTER: Thank you. And
I just saw that Ms. Duncan has entered the room
Ms. Duncan, could you come forward, please, and
make your appearance?

MS. DUNCAN: Holly Duncan.

HEARI NG OFFI CER GEFTER: Thank you.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



[« B¢ 2 B S S N \V

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

PRESI DI NG MEMBER LAURI E: Ms. Gefter,
before you' re done, I'mgoing to ask for a tinme
estimate fromthe parties so we can allocate the
time that we have fairly this nmorning.

HEARI NG OFFI CER GEFTER: Can the
applicant indicate how nuch time you expect to
spend on your comments?

MS. SEGNER: Five to ten m nutes.

HEARI NG OFFI CER GEFTER: And staff?

MS. ALLEN: Two m nutes.

HEARI NG OFFI CER GEFTER: Thanks.
Cabrill o Power?

MR. VARANINI: Well, we have a witness
here today, or an expert here today who, if you
grant us perm ssion, would like to discuss his
report and its inmpacts on the Presiding Menber's
Proposed Deci si on.

If that's allowed | think we would take
about 20 m nutes.

HEARI NG OFFI CER GEFTER: And Duke?

MS. LUCKHARDT: Probably five to ten
m nut es.

HEARI NG OFFI CER GEFTER: M. Clayconmb.

MR. CLAYCOMB: Ten to 15, maximum of 15.

HEARI NG OFFI CER GEFTER: Ms. Duncan?
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MS. DUNCAN: Five m nutes.

HEARI NG OFFI CER GEFTER: Thank you.

PRESI DI NG MEMBER LAURI E: One nmonment,
pl ease.

(Pause.)

HEARI NG OFFI CER GEFTER: We under st and,
of course, that the parties have several speakers,
and based on the time |limts, the time that each
party indicated they wanted to use for making
their presentations, each party will be limted to
t hat amount of tinme.

So in the event that, for exanple, M.
Varani ni also wants to invite M. Watherwax to
make comment, we would I[imt all the comments for
your entire presentation to 20 m nutes. And so we
need you to allocate the tinme between yourself and
M. Weat her wax.

The other point that | need to make for
the record is that the evidentiary record is
closed. We are very willing to listen to M.

Weat herwax's presentation and we do have the
filing that you submtted to us.

And | did want to indicate that each of
the parties has filed comments on the proposed

deci si on. We have those in our record.
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We al so have a notion from M. Claycomb
to reopen the record, which you may discuss in
your five-mnute, ten-mnute -- | believe you
asked for ten m nutes, 10 to 15 m nutes, is that
correct?

MR. CLAYCOMB: Ten, maxinmum 15.

HEARI NG OFFI CER GEFTER: And all right,
you can address that in your comments.

MR. VARANI NI : Ms. Gefter?

HEARI NG OFFI CER GEFTER: Yes.

MR. VARANINI: Before -- | have a
procedural question assum ng that won't count
agai nst our 20 mnutes, if you allow me to ask it.

HEARI NG OFFI CER GEFTER: Go ahead.

MR. VARANINI: We're aware of the nature
of the Comm ssion process as essentially an
evidentiary process under the Warren Al qui st Act,
and an evidentiary and adm nistrative process
under CEQA and the CEQA equival ency.

And we have filed a 17-or-so page
anal ysis authored by M. Weatherwax to informthe
Commi ttee about our concerns that we've expressed
from day one about this decision.

And what 1'd like to do is to call your

attention to your rule 1752.5. And our
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11
under standi ng of that rule is that today what
we're doing is we are maki ng a CEQA comment,
through M. Weat herwax, on the proposed deci sion.
And that the Conmttee is obligated, under CEQA
and CEQA equival ency, to respond as it sees fit to
t hose comments.

So that M. Weatherwax's information is
not sinmply information, but it is an official CEQA
comment. And that raises, within the process, the
dignity of either explicit no response, or no
response. Then it's our understanding that if
there is or isn't a response fromthe Comm ttee,

t hat because it's a CEQA comment, that it is
relevant in the hearing before the ful

Comm ssion. And that it is not treated as, nor is
excluded from presentation to the full Conmm ssion
because it' san evidentiary matter that wasn't
before the Comm ttee.

And | think we need sonme clarification
because we're assum ng that 1752.5 provides a
vehicle to put this matter, put this analysis
before the Comm ssion. And if that's not the
case, then it would be, | think, inportant to have
that clarified.

(Pause.)
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12

HEARI NG OFFI CER GEFTER: M. Varanini,
could you quote the | anguage from 1752.5 --

MR. VARANI NI : It says, and this is to
our understanding, the PMPD shall contain the
conpl ete responses -- Conmittee's responses to
significant environnmental points raised during the
application proceeding.

And then | would say as distinguished
fromthe evidentiary record, or inclusive of the
evidentiary record.

HEARI NG OFFI CER GEFTER: Wel |, whet her
or not we agree with your interpretation of that
particul ar provision of the regul ations, you may,
of course, present your conmment. And the
Commttee will respond to the comments, and you
will, of course, have the opportunity to bring
your comments to the full Comm ssion when they
review the proposed deci sion.

MR. VARANINI: Fine, thank you,
that's -- we just wanted to clarify a procedural
poi nt .

PRESI DI NG MEMBER LAURI E: So how is that
rel evant to the question of what you intend to
tal k about today?

MR. VARANINI: That was just a timng
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13
matter, whether it was going to have any

implication on my 22 m nutes, or 21 m nutes.

PRESI DI NG MEMBER LAURI E: | thought it
was now down to 17 and a half. Okay.
MR. VARANINI: That'll work.

MR. CARROLL: On behal f of the
applicant, there's still some confusion. And |I'd
like to second Comm ssioner Laurie's comment.

The section that was cited relates to
the required content of the PMPD. If M. Varanini
is arguing that the PMPD is inadequate in some
respect, that's one thing.

But | fail to see how that relates in
any way to the comments that they plant to present
t oday.

PRESI DI NG MEMBER LAURI E: Well, | think
it's relevant to the extent that if M. Varanini
wi shes to argue that the PMPD is deficient because
it failed to address a significant environmental
poi nt because |'mwilling to listen to that for
some reasonabl e period of time.

As noted, the evidentiary record is
closed. And at this hearing today we do not
intend to receive any new evidence. Therefore,

the paraneter of the comment, | suggest, will, by
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14
its very nature, be constrained.

Al'l public comment is part of the
hearing record, but it will not have the weight of
evi dence.

The relevance of 1752.5, now I
understand that the PMPD has to respond to
significant environnmental points, and |I'm
confident that it did. And I'mconfident that it
will. To the extent that any party wishes to
comment on that, feel free to do so.

Okay.

MR. CARROLL: We appreciate the
clarification.

HEARI NG OFFI CER GEFTER: Later, after
the parties have made their presentations | do
want to indicate that we will take public comment.
And we will allocate as much time as necessary --

MS. MENDONCA: Hi, this is Roberta
Mendonca. | would like the record to show that
the Public Adviser is here today. And for those
menmbers of the public who would |ike to make
public comment, just sort of send ne a signal and
we'll put your name on a yellow card. And [|']
make sure that the Hearing Officer gets the name

of the speaker.
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HEARI NG OFFI CER GEFTER: Thank you very
much.

At this --

MS. SEGNER: Ms. Gefter, | would also
just mention that Henry Morse of North Baja Pipe,
LLC, is here, as well, to discuss the progress of
the North Baja Pipe. Obviously, it's not the
applicant, but is here available and has a
presentation to make.

HEARI NG OFFI CER GEFTER: And we' | |
include that in your presentation

MS. SEGNER: Okay, then we need ten
m nutes, then.

HEARI NG OFFI CER GEFTER: Yes, you need
ten m nutes.

Okay, we will begin with the applicant's
presentation at this time.

MS. SEGNER: My nane is Sharon Segner;
I'"'mwith PG&E National Energy Group. Before I go
into our formal comments, legally | nust disclose
to you our disclainmer, as well.

PG&E Nati onal Energy Group is not the
same conmpany as Pacific Gas and El ectric Conpany,
the California utility. It's not regulated by the

California Public Utilities Conmm ssion. Cust omer s

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



[« B¢ 2 B S S N \V

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

16
of Pacific Gas and Electric do not have to buy
products or services from PG&E Nati onal Energy
Group in order to continue to receive quality
regul ated services from Pacific Gas and Electric
Company.

My role with PG&E Nati onal Energy Group
is to develop Otay Mesa project.

Our focus here today is very sinple.
We're focused on getting this plant on |line as
qui ckly as possible. W're focused on receiving a
final CEC permt as quickly as possible.

We're focused on noving this project
into construction and financing. Because of this
focus we are requesting the Commttee to take this
project for a full Comm ssion vote on April 18th.

Why the inportance of this focus?
Because any CEC del ay, whether it's a week or two
mont hs, puts the plant at greater risk of not
comng on line in 2003

There were blackouts in San Di ego two
weeks ago, and San Di ego needs this capacity. And
2003 is even nmore critical and the schedule is
al ready tight.

We're focused on the April 18th vote

because we accept the PMPD as issued by the
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17
Commttee with only mnor clarifications. W
accept the staff clarifications to the PMPD, as
wel | .

We have submtted our comrents earlier
this week to the CEC and we only have m nor
clarifications. W ask the Commttee to accept
the mnor clarifications and take this application
to the full Conmi ssion vote on April 18th.

We al so ask the Commttee today to
continue to see the comments of the project's
fiercest opponents, the existing generators here
in San Di ego, that would like to continue to
exercise market power in the sunmer of 2003
wi t hout Otay Mesa on |line, as what they are.

Del ay tactics.

Delay tactics to force this project to
come on line past the sunmer of 2003. The
opponents of this power plant would have you
believe this proceeding is a debate on the
environment. The reality is that these plants
have refused to put on state of the art enmi ssions
control technol ogy imediately. And they refuse
to burn the cleanest type of fuel possible.

There's a fantastic debate to be had

here on environmental issues; however, it's not in
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18
our proceeding. It's in their proceedi ng, and
it's their issue.

We support and appreciate the
Comm ttee's proposed decision that there is no
nexus between our proceeding and their issues.

Today we're here to answer the
Comm ttee's questions on natural gas. In order to
do this, we've asked the experts to speak on these
i ssues. Henry Morse, the Project Manager for the
North Baja Pipeline is here to address the status
of the pipeline and its licensing at FERC

Otay's business plan is to continue to
permt and interconnect to both San Di ego Gas and
El ectric and North Baja Pipeline. Otay Mesa has
secured and recorded the relevant easements to the
U.S./ Mexico border to connect to North Baja.

We remain conmitted to pursuing both

interconnections as part of our sunmmer 2003 online

strategy.

Qur position on permt conditions
related to gas remains the same and will not
change. We will not accept the self-serving

conditions advocated by our conpetitors who are
trying to delay the project.

Most inportantly, these conditions are
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not warranted. And the inpact of these conditions
absolutely will delay the power plant com ng on
line till 2004 or 2005. We will not accept the
conditions proposed by the conpetitors.

We thank the Commi ttee, and we thank the
staff for their proposed decision that will allow
a summer of 2003 online date to be within reach.

Our focus remains on April 18th, and
getting online as quickly as possible.

We thank you for the proposed deci sion
to approve the project, and we | ook forward to a
summer of 2003 online date.

HEARI NG OFFI CER GEFTER: Is M. Morris
avail able at this point to talk about the North
Baj a Pi peline?

MR. CARROLL: Yes, he is.

PRESI DI NG MEMBER LAURI E: You know, |
want us to have a degree of caution here, because
M. Morse is not here as a witness. He's not
being sworn. He will not be cross-exam ned

The Committee may or may not have a
question or two. We will not provide an
opportunity for comments by any other party.

Sir.

MR. MORSE: Thank you.
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PRESI DI NG MEMBER LAURI E: And t he same
will be true of M. Weatherwax.

MR. MORSE: Thank you. | have a handout
for --

HEARI NG OFFI CER GEFTER: Excuse me,
first identify yourself for the record.

MR. MORSE: My name is Henry Morse. I''m
the Director of Project Devel opment for PG&E Gas
Transm ssion Northwest, and |I'm also the Project
Manager for the United States' portion of the
Nort h Baja Pipeline.

I have a handout that provides a status
report, as requested by the Conmi ssion's hearing
order that |I'd be happy to circul ate.

Let me start by quickly describing the
North Baja Project. It is a project that wil
connect with the EI Paso Natural Gas Systemin
Ehrenberg, Arizona, and transport gas to Mexical
and Tijuana, Mexico. Wth the potential to serve
sout hern San Di ego County via an existing pipeline
that runs between San Di ego and Tijuana.

The initial capacity of the pipeline is
500 mllion cubic feet a day. The pipeline wil
be a combi nation of 36 and 30 inch pipe, with one

conmpressor station to be |ocated at Ehrenberg.
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The United States portion of the
pi peline is being licensed, constructed and wil
be operated by North Baja Pipeline, LLC, which is
a subsidiary of the PG&E National Energy Group
The Mexico portion of the pipeline will be
|icensed, constructed and operated by Gasoducto
Baj anorte, which is a subsidiary of Senpra
I nternational .

The schedule in the United States, we
are currently on target with the Federal Energy
Regul at ory Comm ssion to obtain a prelimnary
determ nation on the project, which is, in
essence, approval of the project subject to
compl etion of environnmental review.

We are anticipating that prelimnary
determ nation in the May to June timeframe of this
year. The current schedul e that exists for
processi ng the environmental EIS and EIR document
shows a final decision likely to be received from
the Federal Energy Regul atory Conmm ssion in
Novenber of this year.

Based on that schedul e of receiving
perm ssion in the U S., we intend to start
construction of the pipeline either in Decenmber or

January, Decenber of this year or January of 2002,
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and anticipate that the pipeline will be conplete
in the June to July timeframe of 2002, and that
the conpressor station will be conplete about
Sept enmber of 2002.

In Mexico all the relevant regul atory
requi rements have been met, and approvals
recei ved. I have received a request to provide a
copy of the order fromthe CRE, which is the
Mexi co equi val ent of the FERC, which | will
provide to the Comm ssion and to all parties.

That docunent is in Spanish. W do have
an English translation of the relevant portions
that we provided to the Federal Energy Regul atory
Commi ssion in response to a data request they made
to us earlier.

PRESI DI NG MEMBER LAURI E: M. Morse,
regarding timng, if the environnmental
docunmentation is conpleted, you said, maybe
Novenber or so, was that right?

MR. MORSE: Yes.

PRESI DI NG MEMBER LAURI E: FERC hol ds a
public hearing.

MR. MORSE: This is going through an
EIR/EI'S process. The public hearing is held

during the period that the draft EIS is out for
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comment. That will be between June and August, so
the public hearing will be in that tine.
PRESI DI NG MEMBER LAURIE: | see, so

you're tal king about the final document?

MR. MORSE: The final document, current
schedul e is the final document will be out in
early Novenmber, allowing for a final Conmm ssion
decision in md to | ate Novenber.

PRESI DI NG MEMBER LAURI E: And is there a
public hearing on the final Conm ssion decision
or is it deemed adm nistrative at that point?

MR. MORSE: It's admnistrative at that
poi nt .

PRESI DI NG MEMBER LAURI E: Thank you

MR. MORSE: In Mexico, as | said, al
requi red regul atory approvals have been received
by our partner. They are in the process of
acquiring right-of-way, and they have to date
acqui red about 70 percent of the necessary right-
of-way. And their schedule is to start
construction in Septenber of this year, and
conpl ete that construction of the pipeline in the
June/July timeframe of 2002, to be conpleted at
the time we expect the U S. portion of the

pi peline to be conpl et ed.
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The Conmm ssion's hearing order asked for
i nformation on customer comm tments to the
pi peline. At this point in time CEG Energy
Options, which is a subsidiary of the PG&E
Nat i onal Energy Group, has acquired 48, 000
decatherms a day on behalf of the Otay Mesa Power
Project. Intergen, a devel oper of a |arge plant
in the Mexicali area, has acquired 172,000
decatherms a day of transportation.

TDM, anot her devel oper of a power plant
in the Mexicali area, has acquired 105 decat herns
a day. DGN, which is the local LDC in the
Mexi cali area, has acquired 16,000 decathernms a
day in the first year, stepping up over a nunber
of years to 24,500 decatherns a day.

And probably nost inportantly, CFE and a
conmpany Gasoducto Rosarito, which is a subsidiary
of Sempra that provides gas service currently to
the CFE Rosarito plant, those two entities
combi ned have acquired 130,000 decatherms a day in
the 2002/ 2003 timeframe, stepping up to 170,000 in
2004 and 2005, and then up to 210,000 in 2006 and
beyond for the remai nder of their 20-year
contract.

Those volunes, in particular, are gas
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that absent the North Baja Pipeline, would be
served through the Southern California Gas
Conmpany, SDG&E system As soon as this pipeline
goes on, they will stop taking gas off of the
SDG&E system and instead take it via the North
Baj a Pi peline.

So those volunmes represent quantities
that are creating curtail ment pressure in the San
Di ego area currently that will be elim nated as
soon as the North Baja Pipeline is conpleted

PRESI DI NG MEMBER LAURI E: Regardi ng the
Intergen commtment, is that for the proposed,
think it's 750 megawatt plant outside of Mexicali,
or is that for -- so is that projected use, or is
that current use?

MR. MORSE: That is projected use for
the plant outside of Mexicali.

PRESI DI NG MEMBER LAURI E: Okay, and --

MR. MORSE: And that project is
conmpletely permtted and broke ground about two
weeks ago.

PRESI DI NG MEMBER LAURI E: Very good,

t hank you.
MR. TOMASHEFSKY: One point of

clarification, just getting back to Rosarito, --
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just to rephrase what you just said a m nute or
two ago, the 130, the 170 and the 210 represents
100 percent of their gas requirements at the
facility?

MR. MORSE: My understanding is the 210
represents 100 percent of the gas requirenments at
the facility once the existing, or once the power
pl ant currently under construction that is due to
go on line this summer is conpleted.

| believe they have another unit that
they are anticipating construction at the Rosarito
Site between this summer and 2006.

| believe 170,000 probably represents
100 percent of the gas requirement as of the end
of this summer.

MR. TOMASHEFSKY: Okay, thank you

MR. MORSE: It's inmportant to remenber
that the Rosarito plant does have some potential
for burning oil, as well

MR. TOMASHEFSKY: Okay, thanks.

(Pause.)

HEARI NG OFFI CER GEFTER: M. Morse, are
you finished with your presentation?

MR. MORSE: | am conplete. Do you have

any further questions?
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PRESI DI NG MEMBER LAURI E: No, thank you

sir

MR. MORSE: Very well

HEARI NG OFFI CER GEFTER: Ms. Segner, or
M. Carroll, do you have any other comments on

behal f of the applicant?

MR. CARROLL: The only other thing that
we would offer at this time is if the Commttee is
interested in hearing a report on the status of
the line 6900 upgrade. We're prepared to provide
a brief update on that, as well.

PRESI DI NG MEMBER LAURI E: Not at this
time, M. Carroll, thank you very much.

MR. CARROLL: Very well. W have
not hing further then.

HEARI NG OFFI CER GEFTER: And the
Comm ttee has received the applicant's comments on
the PMPD. We will take them under subm ssion
t hank you.

MR. CARROLL: Thank you.

HEARI NG OFFI CER GEFTER: Now we' d hear
from staff.

PRESI DI NG MEMBER LAURI E: Bef ore we ask
for staff's comments, there are additional

officials here. W would prefer to provide for
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your comments after the parties have made their
presentations.

If any of you have to | eave before
anot her hour or so, please et Ms. Mendonca know
and we'll try to acconnodate you. Thank you.

HEARI NG OFFI CER GEFTER: Thank you.

MS. ALLEN: The Energy Comm ssion Staff
has reviewed the PMPD. On an overall basis we
think the PMPD is a good docunment. It accurately
reflects staff's maj or concl usions and proposed
conditions of certification

Qur specific coments consist of
clarifications and relatively m nor suggested
revisions that we filed on April 4th.

Staff finds the applicant's proposed
revisions to findings and conditions to be
accept abl e.

In addition to the witten coments that
we filed on April 4th, staff's witness Bill Wbod
gave me a mnor clarification yesterday. And we
are willing to put this in witing, if necessary.

This clarification relates to the third
paragraph on page 83. That sentence says:
SDG&E' s gas curtailment rules are set forth in

SDG&E's rule 14." And it currently reads, "which
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was established by the CPUC." M. Wbods
correction was: SDG&E's rule 14, which wads
approved by the CPUC." His clarification is that
rule 14 is an SDG&E rule, the CPUC nerely approved
it.

So we will put this in writing
subsequent to this hearing.

Staff counsel may have some remarks in
addition to what |1've said.

MR. OGATA: At this point | just wanted
to point out that obviously there are very
intelligent and conpetent people in this
proceedi ng, as for their coments, and we believe
that, however, they don't really add too much to
the discussion that's already taken place
t hroughout the proceeding. So, we don't have
really any response at this time to any of these
conment s.

We did want to second Comm ssi oner
Laurie's point earlier about the testinmony or the
comments of M. Weatherwax, that indeed these are
comments. None of us has had an opportunity to
really cross-exam ne or even take a | ook at the
report that M. Weatherwax will be presenting

t oday.
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So to the extent that they are public
comments, equivalent to the weight of public
comments, obviously we have no objection to that.

We believe that in some respect they are
equi valent to attorney's argunment, which some
peopl e woul d believe has | ess weight than public
comment. But we'll leave that to the Committee to
decide in terms of the weight. But we do want to
poi nt that out for the record that that is our
under st andi ng of what those comments will be about
t oday.

PRESI DI NG MEMBER LAURI E: Thank you, M.
QOgat a.

I"minclined to include an additiona
section in the PWPD entitled, Intelligent and
Compet ent Personages, and |list those. If you
don't find -- not you, but if one doesn't find
their name, we make m stakes. So, don't fee
embarrassed by that.

(Laughter.)

HEARI NG OFFI CER GEFTER: And we do have
staff's comments and we'll take them under
advi sement, as well, including the additiona
comment by M. Wood that you refer to.

And you will put that in witing and
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docket it and serve it on the parties.

At this point we will hear from Cabrillo
Power, M. Varanini. And we will |ook at the
clock as we go.

MR. VARANI NI : I woul d want not hing
| ess.

It seems to me procedurally that what we
are trying to do is to enrich the record and
provide information which may or may not be a
significant environnental point to the Presiding
Menber's Report -- Proposed Deci sion.

We have provided 14 pages of that
material, and it is, under CEQA it's our
understanding that it is the nature of the
material, not the role of the presenter or the
structure, be it evidentiary or comment, of the
i nformati on which counts.

As well, you may rely on comment in
reaching a decision so |long as that conmment has,
in the record, the evidentiary record, sufficient
information in a sufficient structure that this
information comng in now augnents.

The Committee basically told us to do
the best we could in the proceeding to make our

points, and to do the best we could by conment in
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terms of enriching those points with information.
And that's what we've done.

And | think that if this proceeding is
maneuvered essentially into some kind of a
t hought -control process, we are all in really
terrible shape.

We have gone out of our way to provide
information to the governnent, and the information
is relevant, and the information's inportant. | f
it's suppressed procedurally I think that the
Comm ssi on should be ashamed of itself.

We have done several things in our
analysis. Our analyst was the first analyst to
produce the Energy Comm ssion's noteworthy
forecasting process. He also forecasted the
failure in the space program and actually
forecasted exact failure in the launch program and
the launch processes. He also was the forecaster
who provided the information on the absurdity of
our nuclear future in 1976.

We have enployed himto enrich the
record. And | think that his coments that he'l
amplify in just a nonent, are very inportant.

First, if, in fact, this project comes

on line as designed, we will run nore, not |ess,
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and we will be needed for reliability, not sinmply
all owed to participate in the market.

So the notion that we' ve been denoni zed
by com ng forward to move the depl oynent date of
this project back one summer is absurd. I f we
were as announced we woul d be | eading the charge
to put the plant on line because our operations
woul d be not only confirmed, they would be
necessitated. So, | think that's something to
keep in m nd when we make our points.

Qur concern is that in a policy panic
the governnent is noving to deploy machines that
in some cases actually enhance the brittleness of
the system and actually expose the public not
simply to more pollution, and health effects, but
to absolute liability meltdown. And systens
crash.

We think that this project should go
forward. It's not our business whether or not it
should go forward, but we believe it should go
forward. And we think what should happen is the
Comm ssion should warn, in its decision, the other
agenci es of governnment and the public that if
certain additional actions are not taken, that

this particular program as designed, may cause
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significant problenms in San Diego rather than
assist in a solution all of us want, nore energy
at nmore conpetitive prices.

That's our story and we're sticking to

Now, in essence, we go into a series of
details and | think it would be better if M.
Weat her wax nade those points. But | can tell you
from ny understanding, the Comm ssion's duty and
its history of truth-telling that we're here to
present you with a conundrumand it's not a
pl easant one, but it's one that you've grappled
with before, you're grappling with now in other
proceedi ngs.

Our infrastructure in this state is
shot. And if we don't get it inmproved in a
coordi nated fashion, we'll have four or five years
of governance by enmergency decree and suspension
of statutory processes. That's our fundanental
concern. We bear the burden of increasing
pollution with the machines that we have in place.
We don't want to do that. We want to avoid that
at all possible costs.

The reason why we haven't raced, as was

characterized by PG&E, into facilitating upgrades
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of our plant is we've been asked time and tinme
again not to do that. Because the plants are
needed to run now.

So we're caught in a further conundrum
and that is if we take the plants down to put on
better control equi pment, the plants go down,
resources in the |load center go down, and you have
addi ti onal blackouts and brownouts.

So, on the one hand we're castigated for
not being better environmentally. On the other
we're told by 1SO run or go to jail

It's just that sinple. And it seenms to
me that this is a point, really, for the
Comm ssion to go to the Governor, to go to the
Legi slature, and |l ay out the concerns. |[If the
Commi ssion's role is simply to approve AFCs, then
it seens to me, go ahead and approve it. We agree
with that. We don't want to stop it or inhibit
t hat .

But it seems to us that you should | ay
out the context of that so there isn't a ten-year
peri od of woe and concern as to what actually
happens on the ground.

Al so, just as a matter of persona

privilege, for our conmpany to be denonized by
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Pacific Gas and Electric Company as sone form of
raider, seens to me to be quite an interesting
point, given the fact that they're going to sel
the plant and be out of here, thenselves.

So, in that sense, if one can take a
personal shot, one conpany, the other conpany
ought to be able to take a shot back.

PRESI DI NG MEMBER LAURI E: And you j ust
have, M. Varanini

MR. VARANI NI : Thank you. And I'd |ike
to have M. Weat herwax --

MS. SEGNER: Especially since we own --
hal f the output of the facility.

MR. VARANI NI : Fi ne.

PRESI DI NG MEMBER LAURI E: Okay, M.
Weat her wax, come on up. I'm going to have a 30-
second consultation with ny Hearing Adviser before
you speak.

(Pause.)

PRESI DI NG MEMBER LAURI E: M.

Weat her wax, good norning, sir. It is noted that

t hrough your | egal counsel a report has been filed
as a response to the PMPD. And the Commttee wil
treat that docunment appropriately.

G ven the fact that the report has been
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submtted, |I'm going to provide you an opportunity
to very briefly summarize that report. This is
not a dog-and-pony show here today, so we have
your comments on the record.

So, for purposes of public know edge,
feel free to take a few mnutes to summarize that
informati on that we already have know edge of.

DR. WEATHERWAX: Thank you,

Comm ssi oner. I don't have any dogs or ponies
with me, so this --

PRESI DI NG MEMBER LAURI E: And t hat --

DR. WEATHERWAX: -- will be
fortuitous --

PRESI DI NG MEMBER LAURI E: -- is not a
personal accusation. The point is that your
commrents have been subm tted; we have it; we've
read it. Therefore your discussions with us are
simply repetitive.

If for purposes of any public that may
be present, you want to take a couple mnutes to
summari zed, please feel free to do so.

DR. WEATHERWAX: Okay.

PRESI DI NG MEMBER LAURI E: And we
certainly have a great respect for your experience

and your know edge of your past efforts, as
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M. Varanini so broadly noted. Thank you.

DR. WEATHERWAX: Thank you for your
i ndul gence. Good norning.

I'"'mgoing to |list what we consider to be
the four nost significant findings in a little bit
different formjust to | et people hear it
differently.

We found that the Encina, and especially
the South Bay Power Plants operate at higher
coordinated | evels of generation in the present of
Otay Mesa Generating Plant, in order to preserve
electric systemreliability in San Diego.

Because Otay Mesa, as proposed, wil
share the same gas supply from SDG&E as the other
two plants, but does not have any back-up fuel,
it's presence will force South Bay and Encina to
much hi gher levels of operation dictating
i ncreased burning of fuel oil.

And this fuel oil burning will occur
predom nately in the winter and in the sunmer
nont hs.

The increases in oil burn occasioned by
the operation of Otay Mesa will substantially
increase the |levels of em ssions fromthe electric

generators in San Diego for O3, for precursors of
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that, for PMLO, for its precursors, and especially
for oxides of sulfur.

Even were Otay Mesa to have fully
i ndependent gas supply, our analysis shows that
the increase in operation dictated for the
exi sting power plants would still exceed the
amount of supply credibly proposed for the region,
and thus there would be an increase in oil burning
in the region, even were North Baja Pipeline to be
fully inplenmented, and to supply all the needs of
Ot ay Mesa.

Now, I'd like to talk just a m nute as
to what the source of this is. Because it seens
so counterintuitive, |I think, to nost people. And
that has to do with the place of interconnection
of Otay Mesa and the reluctance of the applicant
to upgrade any further than the M guel substation.

As you may be aware, the M gue
substation is where all the requirements for
interconnection termnate. And option I, which is
the interconnection option that the applicant has
chosen, this has two very interesting effects.

One is it decreases the amount of
i mports that can be received concomtantly with

the operation of the unit. |In fact, there is, at
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the highest |evel of operation of Otay, an
addi tional 300 or so nmegawatts which are backed
out of the systemby its very presence.

Secondl y, because there are not upgrades
west and north of M guel, as described by San
Di ego, there are additional reliability
requi rements which necessitate that both South Bay
and Encina push power back at Otay Mesa, so in
case of several different contingencies there wil
not be a destructive cascadi ng of outages and the
failure to be able to serve load for sone
substantial amount of time.

This has resulted in some substanti al
overall impacts on the system and first we deal
with the canard about operations of the other
existing former utility electric generators.

We found that in the presence of Otay
Mesa in the year 2003, Encina Power Pl ant
operations actually increase a bit over 10
percent. And South Bay operations increase
actually just about double.

Consequently, it would be within their
econom ¢ self interest to applaud and invite Otay
Mesa on board.

The | evel of operation dictated by these
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units results in very substantial oil burns. In
the mnimum case it's nearly 500,000 barrels of
oil increase. In the maxi mum burn case, which is
the m ni mum gas supply case, you would have over 3
mllion barrels of oil burned.

These are very large nunbers that would
occur. The |argest anounts, of course, as |
menti oned before in testimny, would be in the
wi nter, centered around January, February. The
second | argest anmounts would be in the summer
centered around August, which is reflective of the
weat her in this area.

The even were -- as we talk again, even
were Otay to be served conpletely from an
i ndependent source of natural gas, we see
increases of oil burn ranging from about 22,000
barrels to about 700,000 barrels depending on the
gas scenari o you pose for San Diego.

The increases that result fromthese are
very substantial inasfar as em ssions within the
San Di ego area, and would be of substanti al
concern, both to the neighbors in Carlsbad, those
down in the southern part of San Di ego, near the
South Bay Plant, and for the region, as a whole.

We see increases in NOx em ssions that
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range from al most 400 tons to about 800 tons based
on these analyses. W see SOx increasing from
somewhere between 75 to about 3270 tons of sulfur.

We see PMLO going up from about 150 to
al most 1000. The sane is -- relevantly the sane
is true for CO as well as for volatile organic
conmpounds.

Al'l of these are clearly substantial
under anyone's measurement of what is
environmental ly significant.

And caused by the presence of Otay Mesa
and by the manner in which it is electrically
interconnected into the San Di ego system

And that concludes ny comments.

PRESI DI NG MEMBER LAURI E: Thank you
sir, very much.

HEARI NG OFFI CER GEFTER: M. Varanini, |
t hink you have five nmore m nutes.

MR. VARANI NI : Thank you very nmuch,
we're finished.

PRESI DI NG MEMBER LAURI E: Thank you

HEARI NG OFFI CER GEFTER: Thank you. And
we'll take your comments under subm ssion.

We had a request fromthe media that the
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audio is poor. If Ms. Luckhardt, on behal f of
Duke, if you could bring the mkes really close to
your -- or go stand at the podium that would be
very hel pful

(Pause.)

HEARI NG OFFI CER GEFTER: Ms. Luckhar dt
on behal f of Duke Energy.

MS. LUCKHARDT: We have filed written
comments which |I'm happy to say that |I'm pl eased
that I know you will read and take into account.
And so |I'm not going to repeat those here today.

I would just |like to make one
clarification on staff's comments on the
i ntroduction, that Duke Energy North Anerica does
not own the South Bay Power Plant. It operate the
Sout h Bay Power Pl ant.

We're in difficult times. We have an
energy crisis and we need new generation. And we
under stand that.

Duke Energy North Anmerica is working
very hard to add additional generation to
California just as PG&E National Energy Group is
trying to do at Otay Mesa.

The conundrum that | am placed in, or

that the South Bay Power Plant is put in, is that

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



[« B¢ 2 B S S N \V

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

44
as this conpetitor cones on line and they
constantly claimthat we're just here as a
conmpetitor, and that's the only reason we're here,
and we want to block their power plant, the
problemis they're not comng on line with dual
fuel capability. But we have it. Encina has it.

|'ve heard today Rosarito has it.

The plants that have dual fue
capability will be forced to run on fuel oil
According to ny initial quick review of Dr.

Weat herwax's report, we will be running even
hi gher with the addition of Otay Mesa to bal ance
the transm ssion system

This is not just a situation of DENA
bei ng concerned about having another conpetitor
come in and | ower prices. W are concerned about
being forced to run on fuel oil, being criticized
for that in the media. W' ve been criticized here
t oday for not running, not being fully on |line,
for not having conpleted our SCR inprovenments.

We were down with one unit -- or were
down earlier, the first quarter of this year, to
put SCR on the third of four units. The fourth
unit is scheduled for the fourth quarter of this

year.
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It 1SOwill not |let us go down before
then, so that we can keep all the units up through
the peak of the summer.

But as we move forward and move through
these energy situations, we will be forced nmore
and more to burn on fuel oil. And we believe that
we will be criticized for that publicly. That we
will be forced to purchase very expensive offsets.
Yes, they can be purchased. And we'll be put in a
position that is very unconfortable for a conpany.

Therefore, we ask that you take that
into account in making your decisions today.

We also would |ike to note that we have
publicly and officially supported the FERC
application for the North Baja Pipeline; that DENA
has filed in support of that application. So
we're not sinply here against all other projects
or anything else that may happen in the San Di ego
area. But we truly are here out of a concern for
how this will impact the operation of the South
Bay Power Pl ant.

| realize that most of you have heard
all of this before, so I'mnot going to repeat
comments that we've nmade over and over again.

woul d just like to stress the inportance of the
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work that Dr. Weat herwax has done. The prediction
that M. Varanini referred to is the Oring

failure of the Challenger, which | know we al

remenmber.

Thank you.

PRESI DI NG MEMBER LAURI E: Thank you, Ms.
Luckhardt.

HEARI NG OFFI CER GEFTER: And we do have
your comments, and we will take them under

advi sement, thank you

Ms. Clayconmb, it's your turn. If you
woul d please go to the podium so we could hear
you. Thank you.

And, also, M. Clayconb, we do have your
comments, as well, in writing.

PRESI DI NG MEMBER LAURI E: Bef ore you
speak, sir, let me publicly acknowl edge and thank
the participation of the intervenors for your
professional and intelligent and conpetent
participation in this proceedings. And your names
will be included on the list.

We very nuch appreciate the time that
you have spent in participating in this case

MR. CLAYCOMB: Thank you. M nanme is

WIlliam E. Clayconb. |'m speaking on behalf of
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Save OQur Bay, Inc. And occasionally, after
readi ng the proposed decision, we wonder if
anybody's even read the stuff we submtted.

We have six exceptions to six findings
in that decision. And | just quickly want to
mentioned them

We were accused of proposing
conservation to solve all our problems. W
checked the record and we couldn't even find the
word conservation used. Now, we believe in it,
but it's always been avail able --

PRESI DI NG MEMBER LAURI E: Do you have a
specific reference in the decision, sir?

MR. CLAYCOMB: Yes, it's a finding on
page 24:5, technology alternatives, in exhibit 71.
You have a copy of this, by the way.

PRESI DI NG MEMBER LAURI E: Yes.

MR. CLAYCOMB: So we don't object to
conservation, | think it's great. But it hasn't
been working, so we're not putting a lot of faith
in the fact that it mght work in the future.

Anot her finding was that sim |l ar
technol ogy which we have been proposi ng woul d
require large |land areas. We never said that

anywhere, anytime. |In fact, we were advocating
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photovoltaic rooftop collectors of 4 to 7
kil owatts, and that could solve the problem

Now, our third exception relates to that
photovol taics are not economcally feasible. And
because of that statement we have filed a petition
to reopen the record.

The fourth one, talk about gl obal
warm ng. Gl obal warm ng concern is worldwi de. In
fact, the European Union is on the back of the
United States because we're not getting with it in
approving the Kyoto Treaty.

Number five mentions carbon dioxide is a
toxic air pollutant. We have never maintained
that carbon dioxide was a toxic air pollutant,
al though | wouldn't want you to try breathing it
with nothing else mxed with it.

But as far as that, we do maintain that
carbon dioxide is an air contam nant as defined in
California Health and Safety Code section 4100.
And then subsequently it's further defined.

And we would Ii ke anyone disputing that
finding to explain to us where in the statute and
regul ations it specifies that carbon dioxide
shoul d not be considered an air contam nant.

Finally, no cumul ative public health
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i mpacts from project's em ssions, and we maintain
and we pointed this out several times, that carbon
dioxide is the main gl obal warm ng gas and
1,780,040 tons of it to be emtted each year will
cause a cunmul ative inpact on world health,
property and order.

Now, | want to junmp back to our petition
to reopen the hearing -- to reopen the record.
Since the record was closed we have | earned of a
report done by British Petroleum a man named
Ti mot hy Bruton, and was subsequently eval uated by
KPMG, which is one of the international auditing
firms.

KPMG, in evaluating the Bruton report,
found nothing wwong with it. But they
suppl emented it, and they say that if you wil
build a 500 megawatt factory to turn out 500
megawatts of photovoltaic panels a year, you can

get the cost of panels down to under $2000 a

kilowatt. And that's installed on your rooftop.
Ri ght now, in San Diego, | don't think
you'll find that same thing for sale for |ess than

$6000 to $9000 per kilowatt. And if you get those
kilowatts for |ess than the capacity, for |ess

t han $2000, you can get electricity for 7.8 cents
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a kW hour. And that is several cents better than
the rate just approved for PG&E and Southern
California Edison to raise their rates, which is
what everybody in northern California is going to
be paying, and which everybody in southern
California will soon be paying.

Now, just this morning we ran across
somet hi ng el se. It's a report by California Sol ar
Energy Industries Association. And they are
mai ntai ning the same thing. That if a large scale
production, they will reduce the cost of panels on
your rooftop, except they don't go as far as the
Bruton report and the KPMG report for the
Net her | ands.

And finally, they say -- the KPMG report
said that if you build that factory to produce 500
megawatts of panels with that capacity every year

it would cost $734 mllion. That's quite a bit of

money.
The California Solar Energy Industry

Associ ation just about doubles that. They say it

woul d take $2.5 billion to build a plant up to the

capacity of 500 negawatts a year.
So | haven't talked to anybody yet who's

even heard of the Bruton report. And | hope --
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well, | don't hope that, either. Because if the
Comm ssi oners have not become aware of this, or
been made aware of it, it shows a certain degree
of negligence. Because this has been in the
record since July of 1997 when it was first
presented to the 14th European Photovoltaic
Conference in Madrid.

And then the followup report by KPMG
was done in July of 1999. So this is public
knowl edge if anybody bothered to find it.

And the reason we want to reopen the
record is we want to find out why this information
has not been made public. Because eventually
we're going to go to this solution and we're going
to spend a lot of time, waste a lot of time and
money buil ding power plants up to our ears, that
won't |ast over -- that won't be needed after ten
years, if we start getting these big factories
onli ne.

And there's no em ssions come out of
these panels. They're nice and clean. And
don't know why nobody can | ook at the sun and see
it as the ultimate source of energy. Because it
really is.

PRESI DI NG MEMBER LAURI E: Thank you
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HEARI NG OFFI CER GEFTER: Thank you very
much. M. Claycomb, we will take both your
comments and al so your notion to reopen the record
under advi sement. And we will indicate our ruling
on that in the next docunent that comes out.

Ms. Duncan, would you m nd going to the
podi um so the press can hear you?

MS. DUNCAN: | apol ogize, |I'm having
trouble with ny throat this morning. M allergies
are going nuts. It nmust be the PMin the air,
that's the only thing I can think of.

My nanme is Holly Duncan. | am a
concerned menber of the public. I''m a not her of
an asthmatic, and | got talked into intervening on
this proceeding on the basis of air quality.

| continue to be concerned about air
quality. Thirty years ago in our country a |ot of
us, since we breathe air, were worried about air
quality and we passed a law called the Clean Air
Act .

Those of us who drink water also passed
the Clean Water Act. And those of us who
under st and about what we teach our children about

the web of life also endorse the Endangered
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Speci es Act.

California, understanding, and as I'm a
native, | speak proudly this way, thought we had
something really beautiful here in this state. So
we canme up with CEQA, which had even tougher
st andards, because we wanted our beautiful state
protect ed.

I think those are good things that we've
done. In light of that, at that time, there were
big struggles going on in our state 30 years ago.
The sanme kinds of struggles that we are | ooking at
t oday.

Ener gy conpani es that thought these | aws
were a real pain, and they wanted to get rid of
them And they wanted to build lots of dirty
plants. And they wanted to destroy our state.
They wanted to nmake it harder for us to find clean
water. They still want that today, and to a
certain extent ny understanding is they're
succeedi ng very well

It's my understanding in this emergency
that the Governor has suspended CEQA requirenents
when it conmes to siting power plants. Our
nati onal government wants to do the same. They

are now | obbying in Washington to life the Clean
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Air Act restraints so we can get nmore power on
l'ine.

The Energy Conmi ssion was formed 30
years ago. | found this wonderful book. It's
called "Energy and the Making of Modern
California“. |It's by James C. Wllianms. It just
came out in '97. In reading this book
understand why this man had to go all the way to
Ohio to get it published.

It says that when this Energy
Comm ssion, the California Energy Conmi ssion, was
formed they were issued a challenge. That
chall enge that still stands today was to get us
of f of fossil fuels. Because we understood
they're dirty and they're not good for us. W
under stand i ndustrial pollution if not good for
us. We have understood this for many many years.

I wrote a hard-hitting conclusion to the
PMPD because it was, for me, an extrenely
di sappoi nting docunent. For us to continue to
believe that the only way we can solve our energy
problenms is through building fossil fuel based
centralized power plants is a sham Especially
when we understand in the political environment we

find ourselves in, our wind energy producers are
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not even on line right now because they haven't
been pai d.

I find that politically interesting.
That what we could do to have clean air, we've
heard a |l ot of talk about what's going to happen
at South Bay and what's going to happen at
Cabrillo's facility. | attended the local Air
Pol lution Control District's hearing board
hearings for Cabrillo | ast week.

| say to this organization that your
analysis on air quality, particularly surrounding
particulate matter, is indeed deficient. And the
m tigation package is anything but an acceptable
m tigation package for particulate matter.

| said to that hearing board, and | say
it to you, particulate matter kills. It kills
senior citizens, and it kills infants. And it
causes people like nmy daughter extreme distress.
Two years in a row now she has struggled with the
excess pollution from AES' plant in Long Beach,
which had a record fine set against it because of
its egregious, egregious violation of air
pol lution standards in the Bay Area up there.

She's a student at UC Irvine. | really

t hought she was going to | eave me this year. She
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tried to die two years in a row on me. \What's new
in her environment? MWhat's different in her
environment? Egregious violations of air
pol lution control standards. So that we can surf
the net with our conputers.

| protest the PMPD. | support M.

Cl ayconmb's notion to reopen the record. Your
analysis on air quality is deficient. The

m tigation package for particulate matter for this
facility is deficient.

You have al ready, by not keeping your
task that was set before you, to find ways to
produce energy without using fossil fuels that was
presented to you as an organi zation 30 years ago
when you were formed, you're already part of a
monument al failure.

But the real losers in all of this are
people |like me and my daughter, the people who pay
the taxes to pay your salaries to you are the rea
| osers in this.

Thank you for letting me be a part of
this. I have |l earned so much. But |'m not happy
about what | have learned. | will live with
what ever decision you make. That doesn't mean |

have to like it. And that doesn't mean | don't
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have the right to speak out against it.

Both M. Clayconmb and | have made strong
cases for solving San Diego's energy woes through
distributed generation and clean technol ogi es that
did not involve fossil fuels. W're doing what
you are supposed to be doing

I have to say | don't think | was really
listened to, either.

In conclusion, this Wednesday The
Sacranmento Bee had an article in it saying that
this Energy Conm ssion's |awyers have determ ned,
as | have been saying all along in the proceeding
on this case, that there are no requirenments, and
you cannot make any requirement for any of the
power com ng out of this facility available to
California, let alone to San Diego.

I want to dispel that myth right now.

So what we get is we get degraded air quality and
we get a 15-acre new brownfield in San Di ego
County of this. \Whether we get anything else,
power at a fair rate, whether or not we get the
power at all, certainly is open to question.

I am deeply disappointed that you fail ed
to give any time or attention to M. Claycomb's

and my request that this project be reconfigured

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



[« B¢ 2 B S S N \V

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

58
into a clean distributed generation project to
solve San Diego's alleged, alleged power supply
i nadequacy.

| also have given a copy of this
newspaper article to Roberta Mendonca and asked
her that it be filed as part of this case. And
would like it to be part of the permanent record
on this proceeding, that what we know for sure
we're going to get is degraded air quality and a
new 15-acre brownfield. No prom ses of power at 2
to 3 cents that we need to keep our economy going.
And no prom ses that we get any of the power at
all, locally, or even in California.

Thank you.

PRESI DI NG MEMBER LAURI E: Thank you

HEARI NG OFFI CER GEFTER: Thank you, Ms.
Duncan. We do have your filings, and we |istened
very carefully to your comments just now. Thank
you very nuch. We appreciate your participation

We al so want to hear from menmbers of the
public. And we also have sonme public officials.
|  understand that Ms. Calderon fromthe Mexican/
American Business and Professional Association is
here. If you could come forward, please

MR. CARROLL: Ms. Gefter, if we may,
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while Ms. Calderon is com ng forward, on behal f of
the applicant, before we move to the public
comments, express also our appreciation for the
participation of the intervenors in this matter.

We think that through their efforts and
t hrough their passion, the issues that they've
raised in their comments today were rigorously and
exhaustively analyzed during the course of these
proceedi ngs.

And we think that the record and the
proposed decision are better for it. And we
appreciate their participation throughout these
proceedi ngs.

HEARI NG OFFI CER GEFTER: Thank you, M.
Carrol .

Ms. Cal deron, please introduce yourself
for the record.

MS. CALDERON: |'m Josie Calderon. |'m
here as a representative of the Mexican/ Ameri can
Busi ness and Professional Association. |'mthe
group's President. |1'malso here as the
Chai rperson for Mayor Murphy's Latino Advisory
Comm ttee, and Chairperson of the Latino Political
Coalition. Both those groups represent

approximately 35 Latino organizations.
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I'"'msorry | don't have a prepared
statement. | only | earned about the meeting
about, you know, 9:30 or so. But | did feel that
I needed to make a statenment because of all the
emails that | got fromthe various organi zations,
i ncludi ng, you know, a call fromthe Mayor's
Office.

We are in support of additional
generation. In fact, | really want to address the
Sout h Bay, because of all these organizations,
approximately two-thirds are fromthe South Bay
Area. We're a self-help community; we're a
progressive community. W're a conmmunity that
cares and partners in neeting the needs of the
Sout h Bay.

And it's for that reason that we have
been followi ng the energy crisis. W were very
much in support of the Otay Mesa Power Project.
We felt that that was, you know, that that energy
was needed.

We were also very much in support of
Duke Energy's proposal to, in the future, upgrade
their unit.

And to some extent we were also in

support of the peaker project in the Montgomery
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area. \While there were some environnental issues,
you know, we felt that that was -- to support that
was the right thing to do.

What's al arm ng now, and why |'m here,
is that since that position, things are noving
very quickly to a point that's alarm ng to us.
We're now aware of two additional facilities being
| ooked at, with the announcenent two days ago that
the Governor plans to put in an accelerate 90
megawatt power facility. And we've also |earned
of an additional peaker project in the Montgomery
ar ea.

That woul d be placing five generation
facilities within a five-mle radius. That's a
concern.

And | ask you to not move in haste. To
take your time. We're certainly going to be
following this. W're very concerned. W're
going to be calling for some kind of symposium on
this that we will invite you to.

Don't do this to our community. We were
first to address the energy crisis and support a
power plant. Don't start dunping all the other
power plants. Look at north of 805.

Thank you.
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PRESI DI NG MEMBER LAURI E: Thank you, Ms.
Cal der on. I would just note that even in our
peaki ng plant process, which is in fact an
expedited process, there is a public hearing
process that is followed.

I would strongly encourage you to stay
in touch with Ms. Mendonca's office, so you can
get adequate notice in a tinmely manner of these
heari ngs.

Because from most of our peaker plant
projects, providing notice to the comunity is a
chall enge. And so ny suggestion would be to
specifically note to Ms. Mendonca a request for
special notice for any power plant within your
area of interest.

MS. CALDERON: Okay, | appreciate that,
t hank you.

PRESI DI NG MEMBER LAURI E: M. Fiori.
Good morning, sir.

MR. FIORI: Good nmorning. M nane is
Tony Fiori and | represent the San Di ego Regi onal
Chamber of Commerce.

I will be brief and to the point. W
are a |l ocal business association here in San Diego

that represents over 3300 businesses, and roughly
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400, 000 enpl oyees t hroughout the region.

I don't have to stand here today and
tell you about the energy crisis that's sweeping
t hrough our state. We believe that there is an
energy crisis, and that sone action needs to be
t aken.

Three weeks ago, as Supervisor Horn
menti oned, when there was rolling blackouts here
in the County, mllions of dollars were lost in
revenues for some of our menber conpanies.

Last week | did have the time to spend
in Washi ngton, D.C. with some of our business
| eaders to discuss how this energy crisis here is
hurting our County. Most of the nenbers of
Congress and other Representatives that we met
with asked what can we do to hel p, or what are you
doing to help. One of our answers was we need to
build nmore power plants.

The Otay Mesa Generating Plant is one
pi ece of the solution. The Chanber of Commerce
here in San Di ego has been a key supporter of this
power plant even before we experienced this energy
crisis last summer.

We realize that in order for the state's

economy to continue growing there nust be a strong
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and reliable source of power. To that end we
encourage you this norning to fully support the
project and to continue to be proactive in your
efforts to increase generation throughout the
st ate.

You have our formal support. We | ook

forward to working with you, and we encourage the

adoption. Thank you so much.

PRESI DI NG MEMBER LAURI E: Thank you
sir. | would just note that | believe your
| anguage was the comments of sonme of the public
officials you met with is that one thing we need
to do is build nore power plants.

MR. FIORI: Correct.

PRESI DI NG MEMBER LAURI E: And | would
just note and concur with that. The true
resolution is far more conpl ex than sinply
bui |l di ng more power plants.

MR. FIORI: And we agree. And this is
one part of that solution. And that's why we're
here to support the project.

PRESI DI NG MEMBER LAURI E: Thank you

MR. FIORI: Sure, thank you
PRESI DI NG MEMBER LAURI E: Ms. Coffey.
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MS. COFFEY: I'mcomng --

PRESI DI NG MEMBER LAURI E: Okay, should
we -- okay. Good norning.

MS. COFFEY: Good norning,

Comm ssioners. M name is Pepper Coffey, 1164
Cove View Way, San Di ego 92154.

I'malso a resident in the Oay Mesa
area, and | regret that I amnot listed as an
intervenor, but | just got involved in the
situation in the South Bay when you noticed the
Larkspur facility peaking plant.

|'ve read the associated documents on
curmul ative inpacts and find themto be inadequate
for this project. The Comm ssion should insure
that it takes appropriate steps to bal ance the
| ocation, impacts and benefits of facilities
t hroughout the San Di ego region

Whil e the Otay Mesa Power Pl ant
mtigated air em ssions by converting trash trucks
fromdiesel to natural gas, the effort was outside
the South Bay region. Consequently, the South Bay
will suffer the effects of the em ssions while
north and east County will enjoy the benefits of
the mtigation. This is not well taken.

Many peaking and renewabl e power plants
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may be brought on |line by Septenber 30, 2001,
under Public Resources Code section 15705, which
grants the Energy Conmi ssion emergency permtting
authority and Executive Order D-2601 and D-2801,
i ssued February 8th and 7th, which I'm sure you're
awar e.

Havi ng been decl ared by the Governor to
be emergency projects under the Public Resources
Code, these projects are exenpt fromthe
requi rements of California Environmental Quality
Act. By also building smaller plants, below 50
tons per NOx emi ssions, and 50 tons per year of
organi ¢ gas em ssions, facilities will not trigger
the San Diego Air Pollution Control District's
em ssion offset thresholds.

Currently there are five existing or
proposed power plants in the South San Di ego/ Chul a
Vista area. These plants conmbi ned propose a
curmul ative generation capacity of well over 2000
megawatts.

April 3, 2001, the County Board of
Supervisors also voted to all ow peaker plants on
East Otay Mesa. South San Di ego/ Chula Vista area
residents and busi nesses nust bear the resulting

environmental inpacts in the South Bay airshed.
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The five plants are the South Bay Power
Pl ant, 706 megawatts, in Chula Vista. And to
reduce operating costs and burn cleaner, Chula
Vista continues to support the concept of
redesi gning and rebuilding the plant with the
proposed out put of 1000 megawatts.

There's also the Ranco Facility, a 44
megawatt new peaker plant in Chula Vista. It also
has a new proposal comng forward, if it hasn't
al ready been, if it's not already forward, it wil
be com ng forward in the next couple days with an
additional 57.6 negawatt plant to be on line this
summer under the emergency permtting application

There's the Otay Mesa Power Plant, of
whi ch we speak today.

There's the W I dfl ower Energy Larkspur
facility which was approved by the Conm ssion
earlier this week, which is 90 megawatts.

And there's the Cal Peak Power Lone Star
number 4 power plant with 49.3 negawatts. About a
mle north of the Larkspur facility.

The conmbi ned effect of these power
plants is equivalent to a very substanti al
facility. But the substantial amount of planned

devel opment in the South County during the next
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ten years, it is incunmbent on the applicant to
di scuss the cunul ative inpacts that can result
fromthese collectively significant projects.

I am not agai nst power plants in San
Di ego County. I am agai nst the South Bay being
taken advant age of because Californians find
themselves in a bad situation.

Thank you for allowing me to comment on
this project.

PRESI DI NG MEMBER LAURI E: Thank you, Ms.
Cof f ey.

The representative fromthe Waste
Management Board. Good nmorning.

MS. SOROKA: Good norning. For the
record my name is Gaye Soroka. |'m Vice President
of Government Affairs, and |I'm here representing
Wast e Managenent of San Di ego. Not the Waste
Management Board.

And | think the question that would conme
to mnd is what's a trash company doi ng at an
energy hearing. We're here in support of this
project and the issuance of a permt to construct
the Otay Mesa Power Plant because we're proud to
be part of a very unique partnership with PG&E

Nat i onal Energy Conpany that is basically
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revol utioni zing the way garbage conpanies will do
busi ness in the future.

Our plant with PG&E National to convert
120 diesel trucks in this region to natural gas
burni ng vehicles is unprecedented, because of the
size. And the tinme period in which those trucks
are being converted.

As we speak we now have 40 clean fue
burni ng vehicles on the streets in the greater San
Di ego region, a new fueling station conpl eted.
And we're, right now, before the plant is issued
its permt, cleaning up the air.

The former speaker mentioned that
unfortunately the air quality will be inproved in
east County and not in the South Bay. And while
we are not the hauler in the City of Chula Vista,
| nperial Beach and National City, we do do a
significant amount of business in the
uni ncor porated area of the South Bay, and in the
City of San Diego and district 8.

So, these clean fuel burning vehicles
will be on the streets in the Oay Mesa area, and
they're starting right now, 40 of them And by
the end of 2002 120 trucks, diesel fuel trucks,

will be out of this region and we'll have cl ean
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fuel burning vehicles in this region.

The other thing that's significant about
the partnership that came about because of the
need for a new energy plant is Waste Managenent,
by its size, is the largest solid waste conmpany in
the United States.

The inpact of this project on the way we
do business across the U S. is tremendous. W are
now reeval uating all of our decisions on clean
fuel burning vehicles and nmoving into natural gas
versus sone alternative technol ogi es because of
the sheer weight of the conversion

We also couldn't do this alone. W've
partnered with Mack Trucking, which in order to
make these conversions you've got to be able to
have the kinds of engines that will power the
trucks to allow us to service. Mack Trucking has
made a comm tment to provide not only to our
conmpany, but other garbage conpanies, the ability
and to have the technol ogy to change the way we do
busi ness and clean up the air right now.

The air is cleaner in San Di ego because
of this partnership with PG&E National Energy
Company. The air will be cleaner when we're

fini shed maki ng our conversion. And we urge you
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to nmove forward on this project. W need the
energy. And we're pleased to be part of a group
that will help clean up the air in San Diego.

Thank you.

PRESI DI NG MEMBER LAURI E: Thank you, Ms.
Soroka. Would you spell your |ast name for the
record, please.

MS. SOROKA: It's S-o0-r-o0-k-a.

PRESI DI NG MEMBER LAURI E: Thank you very
much. Any other member of the public wish to
comrent at this time?

Ms. Mendonca.

MS. MENDONCA: Yes, | received a letter
fromthe Otay Mesa Chanmber of Commerce directed to
t he Comm ssioners.

They represent over 400 business owners
and 16, 000 enpl oyees, and they are in strong
support of the Otay Mesa Generating project. And
they are hoping and | ooking forward to
certification by the end of April of this year. I
wi Il docket this letter.

| also received an email from M. Clyde

Storey, who is an EI Cajon resident. The email
was received on April 4th. | won't repeat what he
said in the email, but sunmarize it sinmply to say
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that he had expressed concerns about the PMPD and
characterized it as a careless decision. And
have docketed and distributed that email.

Thank you.

PRESI DI NG MEMBER LAURI E: Thank you very
much. M. MIller. Good norning, sir

MR. M LLER: Thank you. M name is Hugo
MIler. I'm a mechanical engineer, retired now.
I'm a designer for clean air equipment and
cogenerati on equi pment.

| opposed this project the first time |
read it in the paper, and that was only because it
was not a cogeneration project. That the waste
heat goi ng out the power plant was just up into
the air as em ssions.

I was hoping that the power plant would
then change to cogeneration and supply the heat
that was going up the stack to the area for the
general public to use.

| wrote letters to Sharon, and to Eileen
at the Energy Comm ssion, and both of them have
acknow edged that they received those letters.

I made up a package of what was in those
letters for cleaning up the air. | agree with the

project, it needs to be built. I'min ful
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agreement that we need the power. But | think we
do need to use the power nore efficiently.

I wrote two different designs and
descriptions of designs. One of them was call ed
the energy savings system

The second one was just recently | wrote
with the energy recovery and atmosphere cl eansing
system

These two systens | sent to both Sharon
and Eileen in |ast week. M last writing was
dated April 4, 2001.

And | want to read the first paragraph
of this thing and then I'Il turn the m ke over to
somebody el se.

By conbining the two advanced
cogenerati on energy inprovenent systems and
created a new concept for power plant design, a
maxi mum use of heat devel oped in production of
electrical power from natural gas burned is
possi bl e.

| believe that frugality in the use of
energy can reduce the cost of utilities to the
entire population. W nust find ways to use and
reuse the heat as it is created. In doing so,

create | ess waste of the natural resources that we
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have.

Thank you.

PRESI DI NG MEMBER LAURI E: Thank you, M.
MIler.

MR. M LLER: I want to say that | have
copies of these to give to whoever will use them

I haven't distributed them other than to the two
peopl e that were --

PRESI DI NG MEMBER LAURI E: We do -- has
that been docketed, Ms. Allen?

MS. ALLEN: M. Mller, | haven't had a
chance to docket it yet. | do have it, and ||
docket it on Monday.

I've al so made copi es of your papers for
our technol ogy devel opnent group under the Public
I nterest Energy Research Program They're taking
a look at it and I'lIl keep urging themto get in
touch with you.

MR. M LLER: Thank you.

PRESI DI NG MEMBER LAURI E: Thank you
sir.

Any additional public comments? Yes,
sir. No. Okay. Any other nenber of the public
wish to offer comments at this point?

Then it is he Commttee's intent to take
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comrents under subm ssion.

We will rule on all pending notions.

The Committee will determ ne the extent to which
it will modify it's Presiding Menber's Proposed
Deci si on.

Absent significant amendment, the full
Comm ssion will hear the matter on April 18th.

HEARI NG OFFI CER GEFTER: | wanted to
i ndi cate on April 18th, for those who cannot
travel to Sacranmento, you may access the hearing
via a toll free phone nunmber conference call. And
that was in our notice. I will give out that tol
free nunber right now It's (877) 601-3548.

And anyone may call in and participate
in the business meeting when the item comes up on
t he agenda.

PRESI DI NG MEMBER LAURI E: If there are
substantial modifications to the proposed
deci sion, the matter then will not be heard on
April 18th. It will be heard at some tinme
following, with appropriate notice.

Wth that, the neeting stands adjourned.
I thank you very nmuch.

(Whereupon, at 11:58 a.m, the Conmittee

conference was concl uded.)
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I, VALORIE PHI LLIPS, an Electronic
Reporter, do hereby certify that I ama
di sinterested person herein; that | recorded the
foregoing California Energy Comm ssion Public
Commi ttee Conference; that it was thereafter
transcribed into typewriting.

| further certify that | am not of
counsel or attorney for any of the parties to said
conference, nor in any way interested in outcone
of said conference.

IN W TNESS WHEREOF, | have hereunto set

my hand this 9th day of April, 2001.
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